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LETTER FROM THE OFFICE OF INSPECTOR GENERAL

January 2009

Dear Reader:

This annual report has been prepared by the Kathsalksh Policy Authority (KHPA) Office of
Inspector General (OIG) pursuant to the requiremenK.S.A. 75-7427 and is respectfully
submitted to:

* Honorable members of the Kansas Health Policy Aitth8oard

* Dr. Marcia J. Nielsen, PhD, MPH, Executive Direatbthe Kansas Health Policy Authority
» The Honorable Kathleen Sebelius, Governor of tla¢eSif Kansas

» Honorable members of the Kansas Senate’s Comnaitt&¥ays and Means

* Honorable members of the Kansas House of ReprdésersaCommittee on Appropriations

» Honorable members of the Kansas Legislature’s Ioammittee on Health Policy Oversight
* Ms. Barbara J. Hinton, Legislative Post Auditor

* The people of the State of Kansas

The report provides an introduction to the KHPA Qi@ describes the OIG’s accomplishments
in fiscal year 2008 and recent activities. It gisovides general statistics on provider billing,
payments, and sanctions, and outlines KHPA'’s pragrdegrity activities.

We, in the OIG, take our responsibility in promgtincreased accountability and integrity in
KHPA programs and operations seriously. We hoperéiport provides you with valuable
information. We welcome any questions or commeatsmay have regarding the contents of
this report.

Sincerely,

Felany Opiso-Williams
Interim Leader of the Office of Inspector General
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INTRODUCTION TO THE KHPA OFFICE OF INSPECTOR GENERAL

The Kansas Health Policy Authority (KHPA) Office lolspector General (OIG) was created by
the 2007 Kansas Legislature as part of a muchddrgath reform bill, commonly referred to as
Senate Bill 11. This creation of an independemrsight body, with the responsibility to review
and investigate KHPA's performance in deliveringliie services, was a significant step in
reforming public health care in Kansas.

The KHPA OIG, whose enabling statute is K.S.A. A2-7, is the first statutorily created Office
of Inspector General in Kansas. Its mission is:
» to provide increased accountability and integmtyKHPA programs and operations;
» to help improve KHPA programs and operations; and
» toidentify and deter fraud, waste, abuse andallegts in the State Medicaid Program,
the MediKan Program and the State Children’s Hdakhrance Program.

To fulfill its mission, the KHPA OIG conducts:

* investigations of fraud, waste, abuse and illegtd by KHPA or its agents, employees,
vendors, contractors, consumers, clients and heafthproviders or other providers;

» audits of the KHPA, it's employees, contractorqyd@rs and health care providers
related to ensuring (1) that appropriate paymemgsreade for services rendered and (2)
that overpayments, if any, are recovered,;

» investigations of fraud, waste, abuse and illegted aommitted by clients of KHPA or by
consumers of services administered by KHPA,

* monitoring of adherence to the terms of the cotdreetween KHPA and organizations
with which the KHPA has entered into contracts @keclaim payments; and

» other mission-related functions.

As required by K.S.A. 75-7427, the KHPA OIG wilpat findings of fraud, waste, abuse or
illegal acts to KHPA and also refer those findingshe Attorney General.

The KHPA OIG conducts its audits in accordance &jiplicable government auditing standards
set forth by the U.S. Government Accountabilityi€dfand its reviews and investigations in
accordance with the Quality Standards for Invesibga, Inspections, Evaluations, and Reviews
of the Association of Inspectors General (AlG).

Due to the current vacancy in the Inspector Genmsition since November 2008, Ms. Felany
Opiso-Williams was appointed by the KHPA Boardlasinterim leader of the KHPA OIG. Ms.
Opiso-Williams is the senior staff member in the RAIOIG and will oversee the day-to-day
operations of the OIG until such time as the InsgpeGeneral position is filled or until the
interim leadership role is rotated to another staéimber. Prior to working for the KHPA OIG,
Ms. Opiso-Williams was an auditor for the Kansagikkative Division of Post Audit. She
received her Master’'s degree in Public Administratand Certificate in Public Finance from
Wichita State University, where she was a George Riger Fellow.
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As required by K.S.A. 75-7427 and amended by H&i$¢HB) 2578, the Inspector General
reports functionally to the KHPA Board and admirasitely to the KHPA Executive Director.
On a monthly basis, the Inspector General reportsd KHPA Board’s Finance and Audit
Committee. Currently, the KHPA OIG has a stafftoke auditors and one administrative

specialist.

ORGANIZATIONAL STRUCTURE

KHPA BOARD OF DIRECTORS

Finance and Audit Committee

KHPA EXECUTIVE DIRECTOR

INSPECTOR GENERAL

ADMINISTRATIVE
SPECIALIST

AUDITOR

AUDITOR DATA AUDITOR
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ACTIVITIESAND ACCOMPLISHMENTS
FISCAL YEAR 2008

The KHPA OIG has been in existence for a littlercvgear. In fiscal year (FY) 2008, KHPA
OIG activities were limited to those relating ditg¢o building the infrastructure of the office
and planning for future audits, reviews and in\gegtons.

Infrastructure-building activitiesncluded:

» developing policies for audits, reviews and invgeiions to provide guidelines for the work
of the OIG

» developing and building collaborative relationshiggh KHPA management to ensure that
all staff functions are working together to carut the responsibilities of KHPA

» drafting communications protocols which outline hilve OIG will communicate with the
KHPA Board, the KHPA staff, the Kansas Departmenfging and the Kansas Department
of Social and Rehabilitation Services (SRS)

* building a working relationship with law enforcem@gencies such as the Kansas Attorney
General’s Office and the U.S. Attorney’s Office

* recruiting staff with professional qualificatiortsat will assure the OIG can produce accurate
and to-the-point audit and investigative reports

* networking with other Offices of Inspector Gendrabughout the country, as well as other
auditing organizations such as the Kansas Legsl@ivision of Post Audit, the Johnson
County Auditor and the U.S. Government Accountapibffice (GAO)

Audit-planning activitiesncluded:

» completion of an agency-wide risk assessment ircMan08, which was modeled after
GAO'’s risk assessment process and serves as therstame of both the KHPA OIG audit
planning activities and KHPA'’s enterprise risk mg@&ment

« completion of an annual audit plan for FY 2009]uding a list of audit target areas for FY
2010 — 2012

Other activitiesncluded:

» providing testimony to the Senate Committee on Wang Means in support of Senate Bill
(SB) 456 which proposed changing statutory langwag#iow the KHPA OIG to continue to
report to the Executive Director administrativelyt bo report to the KHPA Board
functionally (This proposed change was amendedHi8®578, which the 2008 Kansas
Legislature enacted.)

FISCAL YEAR 2009 TO DATE

The KHPA OIG conducts audits based on an appromada audit plan, and conducts
investigations and limited scope reviews basedamnptaints received from the public, referrals
from legislators and the KHPA Board, and issuestified by KHPA management and OIG
staff. During the first half of FY 2009, the KHPA® completed the following audits and
reviews:
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Audits

(1) Performance Audit of the Medicaid Home Health Fee-for-Service Program. Auditors
identified the following internal controls KHPA us& ensure the appropriateness and
accuracy of Medicaid payments and to prevent fiautde Medicaid Home Health Fee-for-
Service Program: (1) electronic edits and audithencomputerized claims processing
system known as the Medicaid Management Informeiigstem (MMIS); (2) program
reviews conducted by key management staff; (3 @uhorizations for certain services
before those services are provided to consumegds{grpost-payment audits of providers.

However, auditors found KHPA could improve effarisseveral areas. Audit findings
include:

e KHPA staff does not review consumers’ written plahsare, unless the case requires
prior authorization or the home health agency (Hi$A9ubject to an audit by KHPA. A
consumer’s plan of care (POC) identifies medicafigessary services for the consumer and
should be signed by a physician. Reviewing consuP@Cs ensures only medically
necessary services are provided to consumers. Mareg said the planned expansion of
prior authorization for all home health servicesygled with existing documentation
requirements, is sufficient to address OIG’s conser

e Auditors reviewed 10 prior authorized claims paid=y 2007 and found the number of
service units claimed within the period exceededftequency or duration of services
prescribed in the consumers’ POCs. KHPA staff imed auditors an existing MMIS edit
ensures an HHA cannot bill in excess of the totamhber of units allowed for the prior
authorized period. However, the MMIS prior authatian edit does not screen for HHAs
that bill in bulk for services that may not yet baween provided. Checking the
reasonableness of the number of service units HbillABelps ensure only services actually
provided are paid. Management said they will rareie KHPA'’s prior authorization
process.

e Providers are allowed to bill only full units ofrgee. One unit of service is 15 minutes.
If 16 minutes of service is provided, an HHA biits two full units. This imprecise method
of billing allows an HHA to increase its reimbursemh by spending one more minute with a
consumer than is necessary. Requiring HHAs tddnilpartial units based on the actual
amount of time service is provided should discoanagviders from submitting excessive
claims. MMIS is currently capable of convertingdtions of units to a percentage of a unit
payment. Management concurs with this recommennlaind plans to implement it in
concert with other reforms.

e Auditors reviewed home health claims in FY 2004-204nd identified seven HHAs that
billed for services using more than one providenbar. KHPA currently does not have an
easy way to track all the numbers associated withpsovider. This issue was identified by
the Centers for Medicare and Medicaid Services (CM%n it reviewed and certified the
current MMIS. To address the issue, CMS suggdsEEs create a cross reference table to
track all numbers associated with a provider. Aardiagree with CMS’ recommendation.
Management concurs with this recommendation anldweitk with EDS to create a table in
MMIS to cross reference provider identification riers.
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e Auditors found EDS does not immediately deactivateprovider numbers. If a provider
changes its federal employer identification num({B&IN) due to change in ownership or
structure, KHPA issues a new provider number bigg®n the provider to request that the
old number be deactivated. If no request is rexkithe provider number is turned off after
18 months of inactivity. Waiting a full 18 montlesdeactivate old numbers creates an
opportunity for providers to submit duplicate claimithout being discovered by MMIS.
Auditors recommend KHPA turn off old provider numberomptly. If needed, KHPA
should create a method to allow for the paymemtaims billed under the old provider
number. Management concurs with this recommendation

Cost savings associated with auditors’ findingsehawt been quantified due to the extensive
file review that would be required. The KHPA OlGeased this audit report in October
2008. The complete audit report can be accesséiedHPA OIG’s website at
http://www.khpa.ks.gov/OIG/default.htm.

Reviews

(1) Review of the Medicaid Commercial Non-Emergencyidadédransportation (C-NEMT)
Program The KHPA OIG received a complaint from a memidethe public alleging KHPA
does not send provider manual amendments to pnevadel requires unnecessary use of
private health informatian

Auditors found that KHPA complied with its contraetjuirement to notify providers of
amendments to the provider manuals. However, icstmns on how to obtain a copy of the
amendments have been inconsistent. According t@gemnent, after KHPA awarded the
Kansas Medical Assistance Program (KMAP) fiscainhgentract to EDS in 2003, a
decision was made by KHPA to move the notificappoocess for providers from a hard copy
format to a web-based system. To accomplish thissttion to web-based notification, the
process for bulletin notifications has evolved otgre. Management said if they continue to
receive comments from providers with regard to isssie, KHPA will plan additional
communications to clarify this process with all@ted providers.

Auditors also found that the use of private healformation (PHI) on the form which
justifies the medical necessity of providing NEMangces greater than 50 miles would
likely be considered allowable under HIPAA excepsioNonetheless, auditors suggest C-
NEMT providers make reasonable efforts to use lake; and request only the minimum
amount of PHI needed to accomplish the intendedqa&. According to management, the
information noted on the medical necessity formeguired to determine whether the NEMT
request meets criteria for coverage, and thus eretgess to medically necessary
transportation services for Medicaid beneficiarlasithermore, management said KHPA
cannot use Medicaid funds to reimburse transporiatosts unless required conditions are
met.

(2) Review of the State Employee Health Benefits PHaathQuest Mail Outreach Process.
The KHPA OIG received a complaint from a membethefpublic alleging KHPA's state
employee wellness program (HealthQuest) may beingastate dollars by sending
unnecessary letters. KHPA'’s contractor, Health @jakends the following types of
correspondence to state employees: welcome letteynic condition letter, chronic
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condition gap letter, seasonal allergy letter stiot reminder postcard, and sensitive
condition letter.

Auditors found that KHPA and Health Dialog limit sta related to HealthQuest
correspondence by tailoring correspondence to eyaplbealth profiles. However, auditors
recommend that KHPA monitor whether other individuenrolled in HealthQuest are
receiving unnecessary correspondence, and if thrdauof health profile inaccuracies
appear significant, KHPA may want to address #ssi¢ with Health Dialog. Management
agrees with the KHPA OIG’s findings and recommeiuafest

(3) Review of KHPA'’s Online Process for Submitting @kwith Associated Provider Write-
Offs.The KHPA OIG received a complaint from a membethefpublic who received a
recoupment letter from KHPA. The complainant altttfee online claim form does not have
a field for disclosing third party provider writdf@mounts, and the claim submission
webpage and provider manuals do not give clearuaisbns on how to submit claims with
associated provider write-offs.

Auditors found that KHPA'’s online Medicaid claimrfos do not provide a separate field for
providers to enter contractual write-off amountsttRermore, while the third party provider
manual clearly requires providers to disclose @mttral write-off amounts, it fails to provide
specific instructions on how providers may corngstibmit online claims with associated
contractual write-offs. Auditors noted that KHPAesldy started the process for correcting
this problem in November 2008. According to managetnKHPA may [inadvertently] pay
the contractual write-off amount only when the Mxdlil allowed amount is higher than the
third party liability amount. Management said tisi®nly a small portion of claims.
Furthermore, management said once KHPA’s new poléars implementation, information
will be published and distributed to providers &mel manuals will be updated to explain the
new process.

Other Activities

Other immediate goals of the office include:

» conducting other audits in the FY 2009 annual apidib

» developing an FY 2010 audit plan that would allbm OIG to add the most value to KHPA
programs and operations, but also preserve timin&©OIG to be responsive to complaints
from the public

» developing outreach strategies to inform poterfitéald victims, state employees or other
whistle blowers of their option to contact the OIG

» ensuring that KHPA OIG staff are properly trainsdaaditors and investigators, and have
knowledge of the laws relevant to KHPA programsyal as the methods for collecting the
appropriate amount of creditable evidence of wrdoigg, properly preserving that evidence
and handing it off to appropriate agencies
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FISCAL YEAR 2008 STATISTICS

K.S.A. 75-7427 requires this report to include aerstatistics from the previous state fiscal year
for your information. Those data, which are selbarted, are provided below.

Aggregate Information on Health Care Provider Sanctions

Three broad types of health care providers whoideoservices to the Medicaid program and
the State Children’s Health Insurance Plan (SCHIRY be sanctioned for improper behavior:
() nursing facilities and long-term care unitg; §2oviders contracting with managed care
organizations (MCOs); and (3) fee-for-service pdevs, including those who provide services
for Medicaid waiver participants. The reportedistecs for each type of provider are found
below.

m Sanctions ohursing facilities and long-term care unase handled by the Kansas
Department on Aging (KDOA). KDOA staff report thatFY 2008, there were a total of 113
Medicaid only facilities -- 81 nursing facilitiemd 32 long-term care units. During the fiscal
year, six civil monetary penalties totaling $22,10€re assessed and 54 Medicaid only facilities
had imposed upon them a denial of payment for riawigsions. However, no agreements with
Medicaid only facilities were terminated.

] Sanctions oproviders credentialed by MCQse imposed by the MCOs with whom
providers have a direct relationship. KHPA contsagith three MCOs to provide services for
the Medicaid program and the State Children’s Hielalsurance Plan (SCHIP). KHPA staff
report that in FY 2008, those MCOs in aggregataitegited two providers’ agreements. No
other sanctions were reported. Two other MCOs @erdy SRS provide care to Medicaid and
SCHIP consumers. Statistics on provider sanctimms those MCOs are not available.

] Sanctions oproviders in the fee-for-service and waiver progsaare handled by KHPA
staff, who report the following statistics for F0@8:

» Six providers were placed on “pre-pay review” ssatuhich means before receiving
payment, these providers are required to subnatrtrent records supporting the services
provided. Three of these providers have since haid agreements terminated. KHPA
utilizes pre-payment review in cases in which goestble billing practices or poor
documentation have been identified.

» Seven providers had their agreements terminatede M@s placed on a corrective action
plan. A provider may be terminated for the reaspexified in KAR 30-5-60. A
corrective action plan addresses both quality of ead quality and sufficiency of
treatment records.

» Fifteen provider cases of suspected fraud wererezf¢o the Kansas Attorney General’'s
Medicaid Fraud and Abuse Division for further intigation.
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Aggregate Information on Provider Billing and Payments

KHPA's fiscal agent, Electronic Data Systems (ED@8)ich processes claims for KHPA,
reported processing 18 million claims in FY 2008jeh resulted in payments of $2.28 billion.
These numbers include payments to fee-for-serndeaaiver providers and capitation
payments to the three MCOs with which KHPA consa€if the $2.28 billion, $262.18 million
was for capitation payments to the three MCOs, veported processing 3.1 million provider
claims in FY 2008.
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KHPA PROGRAM INTEGRITY ACTIVITIES

The chart below shows the KHPA programs and umt®opming program integrity functions. It also steohow these programs and
units relate to federal agencies which provide sighit of KHPA medical assistance programs, as agebither State agencies which
perform related program integrity functions.

FEDERAL AGENCIES

CENTERS FOR
MEDICARE & MEDICAID
SERVICES (CMS)

e ensures effective, up-to-
date health care coverage
e promotes quality

care for beneficiaries

e has Audit Medicaid
Integrity Contractors (Audit
MICs) who perform audits
of Medicaid providers

e conducts Financial
Management Reviews
(FMRs) and other periodic
or topical reviews of state
medical assistance
programs

AUDITS

REPORTS

REPORTS

AUDITS

U.S. HEALTH AND
HUMAN SERVICES
OFFICE OF INSPECTOR
GENERAL (HHS OIG)

e conducts audits,
investigations, inspections
and other mission-related
functions

> A

MEDICAID ELIGIBILITY QUALITY CONTROL
(MEQC)

(Federally mandated to monitor and improve the
administration of state Medicaid programs)

e performs reviews of Medicaid beneficiaries identified
through a statistically reliable statewide sample of
cases selected from the eligibility files

KHPA

KANSAS HEALTH POLICY AUTHORITY

PAYMENT ERROR RATE MEASUREMENT (PERM)
(runs parallel to MEQC, federally mandated and designed
to comply with the Improper Payments Information Act of
2002)

e performs reviews of eligibility determinations and
works closely with CMS contractors who review
accuracy of claims and estimate improper payments in
the Medicaid program and the State Children's Health
Insurance Program (SCHIP).

INTERNAL AUDIT UNIT

e monitors external audits of KHPA and provides
assistance to external auditors

e conducts audits and targeted reviews of KHPA
operations, programs, and procedures

e conducts consultation engagements to improve
internal processes

o |eads the enterprise risk management program

KHPA

PROGRAM MANAGEMENT ACTIVITIES

o Management's Medicaid program reviews for 2008 and
2009

o Medicaid Management Information System (MMIS) edits
and audits; SAS 70 Report on MMIS controls

o Legal Unit - counsel related to the collection of third party
claims (medical subrogation) and recoupment of long-term
care costs from the estates of deceased Medicaid recipients
® Fair Hearings Unit — acts as the agency representative in
disputes with providers or consumers relating to cases
involving SURS recoupment and any other area where an
adverse action has been rendered; refers potentially
fraudulent cases to SURS for review

o Third Party Liability (TPL) — federally mandated to ensure
Medicaid is the payer of last resort

o Prior Authorization Unit — certain services must be prior
authorized to qualify for payment

o Quality Assurance Group — investigates quality of care
referrals for further appropriate action

o Provider Enroliment Unit — ensures that providers are
qualified to render specific services
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OTHER STATE AGENCIES
OFFICE OF INSPECTOR GENERAL REFERS
(Independent oversight body created by the 2007 PROVIDER
Kansas Legislature) FRAUD |ATTORNEY GENERAL'S
e investigates fraud, waste, abuse and illegal CASES |MEDICAID FRAUD

acts committed by the KHPA and its agents,
employees, vendors, contractors, consumers,
clients and health care providers or other
providers

e performs reviews and audits of the KHPA, it's
employees, contractors, vendors and health care
providers related (1) to ensuring that appropriate
payments are made for services rendered and
(2) to the recovery of overpayments

e monitors adherence to the terms of the
contract between the KHPA and organizations
with which the KHPA has entered into a contract
to make claim payments

e networks with MFCU, SURS, the Medicaid
Integrity Group (MIG), the regional health care
fraud working group, KDOA SMP project, and

other related groups PEEFERS
. OVIDER
o refers potentially fraudulent cases to MFCU FRAUD
CASES
SURVEILLANCE AND UTILIZATION REVIEW
SUBSYSTEM (SURS)
(Federally mandated to monitor providers and A;JS;‘IAS

consumers of Medicaid services)

e performs post-payment provider reviews,
consumer reviews, fraud analysis, and data
analysis to (1) safeguard against unnecessary or
inappropriate use of services and against excess
payments, (2) assess the quality of services, and
(3) provide for control of the utilization of all
services provided

& may impose provider sanctions, such as

education, recoupment, pre-pay review,
withholding of payments, termination of provider
agreement, and federal exclusion

o refers potentially fraudulent cases to MFCU

PROGRAM INTEGRITY MANAGER

e oversees state plan amendments and
regulations, and interagency agreements
e serves as liaison to SRS and KDOA

CONTROL UNIT (MFCU)
(Federal oversight provided by
the HHS OIG)

e investigates and
prosecutes Medicaid
provider fraud which
includes false claims, false
statements, false
representations, kickbacks,
bribes, illegal rebates,
negligent and intentional
failure to maintain records,
and destruction of records
e prosecutes abuse and
neglect of residents in
residential health care
facilities which are Medicaid
providers

LEGISLATIVE DIVISION

LOF POST AUDIT (LPA)

(Audit agency of the State of
Kansas)

e conducts performance
audits, compliance and
control audits, and financial-
compliance audits of
Kansas government
agencies, programs and
activities

Page 9



